Blue Ribbon Committee on DEQ’s Wastewater Management Program
Mareh-9April 20, 2004
Draft Conference Call Summary
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Call Objectives

1. Establish budget outlook and discuss possnble funqu strategies for the ODEQ Wastewater
Permitting Pro ram' uss,-develop-approa options-and-strategies-forfunding-the-OD

2. Consider possible Percent Fee Increases for Wastewater Permitholders 4—[ Formatted: Bullets and Numbering

Welcome and Introductions
The Blue Ribbon Committee (BRC) on DEQ’s Wastewater Management Program met via conference
call on Tuesday, Ma#eh—gAprll 20. Anne Dettelbach Ross & Associates, faC|I|tated the caII Holy

Wastewater Permit-Funding-Mix-Preliminary Areas of Convergence

This session covered BRC “areas of convergence” related to funding the DEQ wastewater program.
These concepts were discussed at the March 9 conference call and March 30 face-to-face meeting and
were reviewed on the call to establish operating assumptions for the day’s discussions. The following

points were covered.

oiThe wastewater permlttmq proqram should continue to dea#kmth%rang&arx&typ&eﬁsewees«f—[ Formatted: Bullets and Numbering
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DRAFT BRC 2-44-20 -meetingcall summary (2-184-23-04)

. Fhe-program-shoeuld-be funded by a mixture of sources, including permit fees, the state General
Fund, and federal funds._The mix should remain at approximately 60/40: 60% funded by fees;

40% funded by other means.

wastewater Dermlt fees should be annuallzed to prowde more predlctable cash flow (for DEQ)
and expenses (for the permitholders). Annualization does not address budget shortfalls,
however. [DEQ noted further that the process of annualizing the fees is revenue-neutral. In
other words, annualizing, alone, will not change what a source pays over a five-year period.]

° The BRC supports DEQ establishing a simplified permit fee structure. Simplifying the permit «——{ Formatted: Bullets and Numbering

fee structure will provide greater clarity/certainty.

° The BRC supports authorizing DEQ to implement an annual inflator to deal with indirect costs,
staff salaries/benefits, and the rising costs of materials. DEQ should be allowed to set the
inflator at a level no higher than 3% (without explicit legislative approval).

° Wastewater permit fees support the wastewater permitting program as a whole, and not any one
particular program activity. [NOTE: Wastewater permit fees do not go to support related
programs, such as water quality standards or TMDL development, even as these programs are
closely tied to the permit program and are often implemented through NPDES/WPCF permits.]

. Funding needs (if they exist) can be placed in one of two categories: restoration needs (2005) to
address one-time/consuming balance shortfalls; and phase-in needs (2006-2008) to address
funding needs associated with increasing program FTE.One-member-suggested-that-the
%WWMM%WM&GW i i O

In its discussion, the-BRC members made the following points:

e What happens if the permit is not renewed at the proper time? Will permitholders be expected +—{ Formatted: Bullets and Numbering
to continue to pay the annual fee?

o What will happen if DEQ falls behind on the watershed cycle? Will permitholders be expected
to continue to pay the annual fee?

. Will annualizing affect the overall cashflow? Has this analysis been done?

° It will be important for DEQ to be clear about what the fees pay for/not. [NOTE: One member

suggested that the report state clearly that fees help pay for an adequate, comprehensive
wastewater permitting program.]

o From a permitted entity’s standpoint, annualizing the fee is better/easier for budgeting.

° Permitholders want to ensure that water quality standards, TMDLs, and related programs are
adequately funded (even if this does not happen through permit fees). Seamless program
integration is critical to the success of the water quality program.

° DEQ will be held accountable for how it uses the money—both to permitholders who pay fees
and the public/Legislature who contribute through General Funds and other monies.

NOTE: A few BRC members indicated that they will need to check in with their constituencies,
particularly re: annuallzmq fees. They plan to report back to the Committee at the BRC’s next meeting
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Defining and Meeting Resource Needs What Sheould-PermitFeesPay
For?2

Holly Schroeder opened this session by providing an overview of the “Estimated Permit Fee
Contribution to Funding New/Restored Wastewater Program FTE” table distributed via email. Since
our March 30 meeting, DEQ has updated its estimate of resources needed to restore and/or phase in
FTE based on program expenditure forecasts being developed by DEQ as part of the ‘05-‘07 budget
planning process and estimated total recovery of other lost revenues. Holly indicated that the
restoration package is half of what she had previously presented (in other words: 4 FTE vs. 8) both
because the program has been operating at less than full capacity and because expenditures are lower
than were budgeted. [NOTE: Holly also explained that the 2 FTE being introduced in 2006 are
expected to perform ‘data management” tasks. DEQ hopes to receive a federal grant to help the agency
migrate DMR data to the DMS system in 2005. These positions would be used to maintain (not build)
those data management resources.]

Holly then explained that to prepare the “Percent Fee Increase” column, DEQ took the estimated
budget shortfall (i.e., estimate of needed resources to fund FTE at recommended annual levels) and
applied the 60/40 ratio described above (in other words, the agency assumed 60% of FTE would be
paid for out of fees; the balance would come from public monies). DEQ calculated the resulting fee
increase (on an annualized basis) to be: reminding-the-Committee-that-permitfees-collected-by-DEQ

2005: 7%
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2006: 4%
2007: 3%
2008: 1.2%

NOTE: These increases do not factor in the annual inflator.

BRC members generally supported this analytical approach and the 60/40 split for meeting program
funding needs. Members made the following comments:

° Is there any way to levelize fees so that the first year’s increase is not so steep? 4———[ Formatted: Bullets and Numbering
° Some trade associations expect their members to ‘push back” and encouraged DEQ to be clear
that it had “looked under every rock™ for programmatic efficiencies and funding sources.
° Phasing in policy staff later on in the cycle makes sense.
° Designing a solid legislative approach will be critical to ensure this concept is fully

implemented. The funding approach will need to be creative. The BRC should spend time
thinking/talking about this at its next meeting.

Restructurlng the Fee Table

specmc adwce to DEO re: how to S|mpI|fv the permit fee table (e.q., by proposing organizing
principles). The group ultimately decided that it was comfortable leaving this responsibility to DEQ.

*’——{ Formatted: Bullets and Numbering
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ONext Steps therFunding-Sourcesissues

1. The group assigned itself homework: bring ideas to the May 27 meeting re: how to simplify the /{ Formatted: Font: Bold, Underline

fee ramp-up so that the impact is not as dramatic in the next couple of years. Formatted: Font: Bold

2. DEQ will draft a brief statement that articulates how it explored program efficiencies and budget
options to come up with its proposal(s).
3. The BRC will continue its discussions via teleconference on May 10, 1-3pm.

4. The BRC’s next meeting is May 27 then-talked-about-otherfunding-issuesichallenges-and-ways-te

/{ Formatted: Font: Not Bold

plosictons "—_[ Formatted: Normal
FheBRG-will-continde-its-discussions-on-March-30-2004-at the offices of Stoel Rives. Formatted: No bullets or numbering
5. Ross & Associates will follow up with individual BRC members on specific issues of -
Formatted: Bullets and Numbering

interest or concern coming out of this call.
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